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(in thousands of dollars 
except per unit and operational amounts) 


Power Generated (MWh) — Ontario Plants 
Gross Revenues 
Per unit 
Funds Generated from Operations 
Per unit 
Distributable Cash 
Per unit 
Taxable Amounts 
Per unit 
Working Capital 
Partners’ Equity 


Units Participating in Cash Distributions (thousands) 


End of year 
Weighted average 
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Year ended 
December 31, 
1999 


1 (424,789 
107,498 
$4.24 
98,676 
$2.32 
59,299 
$2.34 
6,137 
$0.24 
6,777 
490,400 


29,208 
25,342 


Year ended 
December 31, 
1998 


1,272,520 
84,325 
$3.70 
48 637 
$2.13 
49,012 
$2.15 
2,146 
$0.09 
(3,330) 
329,920 


24,008 
22,810 


June 18 to 
December 31, 
1997" 


520,795 
33,996 
$1.78 
19,654 
$1.03 
21,196 
$1.11 


6,201 
182,750 


19,095 
19,095 


The Partnership acquired two power plants in 1999 which expanded operations to New York 


and British Columbia. 


The Partnership successfully completed a public issue of 5.2 million limited partnership 


units at $25.00 per unit in November 1999. 


Cash distributions to unitholders were $2.34 per unit, an increase of $0.19 per unit 


over 1998. 
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in a very challenging year for the North American utility sector and related income funds, fransCanada 
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‘ibutions to unitholders. We did this 
purchase of two power 
son. New York. 


In the short term, these acquisitions have increased earnings and helped to ensure 

a growing cash distribution to our limited partners for the third year in a row. 

In the long-term, we believe they will help shield the Partnership from fluctua- 

tions due to the diversification of customers and operational risk, while ensuring 

constant, sustainable growth in cash flows. The type of constant, sustainable 

growth that has distinguished the Partnership since its inception in June, 1997. 
We believe the following four characteristics differentiate the Partnership 

from our competitors: 

Quality 

Stability 

Experience 

Growth e addition of new plants. 


Our power generating assets are among the most efficient and economical 
in the world. Currently the Partnership owns six power generating plants, with 
a seventh plant under construction near Calstock, Ontario. Every plant in our 
fleet generates a portion of electricity by utilizing either waste heat or wood waste 
as sources of energy. These are bi-products of other processes, and would be 
wasted if they were not being used to generate electricity. This makes our assets 
both environmentally efficient and highly economical. 

The Partnership plants currently operating in Ontario use natural gas and 
waste heat from adjacent TransCanada PipeLines Limited (TransCanada) com- 
pressor stations to generate electricity. In 1999, these plants generated a combined 
42 per cent of their power by using exhaust gas heat energy that would other- 
wise be vented to the atmosphere. The Partnership’s power plant located in New 
York generates electricity from waste heat obtained from its own gas turbine. 

Another power plant, currently under construction in Ontario and expected 
to be transferred to the Partnership for operation in July 2000, and the newly 
acquired plant at Williams Lake, British Columbia, are both designed to use wood 
waste as the primary fuel source. 


From 1997, the Partnership has increased annualized cash distributions 
an average of eight cents per year. The increased cash distribution results from 
our increased number of plants and the stable earnings that comes through our 
long-term contracts. 

At its inception, the Partnership was wholly dependent on the operations of 
the Nipigon, North Bay and Kapuskasing power plants. These facilities sell power 
generated to Ontario Electricity Financial Corporation (OEFC), a successor 
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company of Ontario Hydro. Today, with the completion of the Partnership’s two 
acquisitions in 1999, our power generating assets have become significantly 
more diversified, not just geographically, but in terms of fuel and revenue 
sources as well. 

We now generate power not only in Ontario, but also in British Columbia 
and New York. We use not only natural gas, but wood waste and waste heat to 
generate electricity; and we sell 100 per cent of our output under power purchase 
agreements with OEFC, British Columbia Hydro and Power Authority (BC Hydro) 
and TransCanada. This diversity helps guarantee stable earnings flows regard- 
less of fluctuations in the cost of fuel, power demand or electricity prices in any 
given region. 

Today, 60 per cent of the Partnership’s revenues are with OEFC, 20 per cent 
are with BC Hydro, and 20 per cent are with TransCanada. Since the average 
term of the revenue contracts is over 16 years, even in a deregulated electricity 
market, these contracts will continue to provide electricity to the respective power 
purchasers. As well, because of their use of waste heat and wood waste to gen- 
erate electricity, all of our plants operate towards maximum cost efficiency. This 
is why we believe the Partnership’s assets will continue to be highly competi- 
tive even in a fully deregulated market. And it is why we believe we will continue 
to offer stability and growth in cash distributions well into the future. 


From the outset, good management has been key to the success of 
the Partnership. Good management that has resulted in the development of long- 
term fuel supply agreements and power purchase contracts that ensure stable 
expenditures and income; good management that results in efficient and eco- 
nomically run facilities, reducing downtime and related loss of power output and 
profits; and good management that has consistently sought out and acquired first 
rate assets to diversify and grow the Partnership - and, ultimately, cash distribu- 
tions to unitholders. In fact we believe it is the quality and experience of our 
management that helps distinguish the Partnership among the power income 
funds in Canada. 

Our manager, TransCanada, is not only expert at the transport and mar- 
keting of natural gas which helps fuel our power generating facilities, their 
extensive natural gas pipeline system is one of North America’s largest opera- 
tors of natural gas fired turbines. Since these are the same type of turbines that 
power the majority of the Partnership’s assets, the manager is highly skilled at 
their operation and maintenance. 

Although TransCanada has redefined its focus and recently announced it 
will be divesting a wide range of assets, the company has confirmed its com- 
mitment to the North American power business. The Partnership is assured 
TransCanada regards this business as both a logical extension of its energy 
expertise and key to future growth opportunities. Indeed, as owner of approx- 
imately 33 per cent of the outstanding units currently participating in cash 
distributions of the Partnership, TransCanada’s interests are solidly aligned with 
our unitholders. 
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Growth, both through the expansion of existing facilities and the addi- 
tion of new power plants, has enabled us to consistently outperform earnings 
expectations since the Partnership was formed in 1997. In 1999, the Partnership 
met its growth objectives, as evidenced by the Partnership’s increased quarterly 
cash distributions per unit and the expected future growth in distributions. 

During the year, the Partnership acquired an additional 150 megawatts of 
power generating capacity with the purchase of a gas-fired cogeneration facil- 
ity in New York for approximately $54 million, as well as a wood waste power 
plant at Williams Lake, British Columbia, for approximately $57 million. 

These acquisitions were the latest in a series of moves that enhanced cash 
flow for the Partnership. In 1998, the addition of the Tunis power plant grew 
the Partnership’s cash distribution by approximately five cents per unit to an 
annual cash distribution of $2.15 per unit. In 1999, the cash distribution increased 
to $2.34 per unit due to expansions at the Nipigon and Kapuskasing power plants 
as well as the acquisitions completed. With the full impact of the acquisitions 
and the completion of the 35-megawatt Calstock plant, we expect cash distri- 
butions to increase in 2000 by another six cents per unit. 


Throughout 1999, high performing, stable assets were often over- 
looked by stock markets in hot pursuit of the latest technology offerings. While the 
Partnership continues to provide excellent returns to unitholders, this trend has 
impacted our unit price. Regardless, we are resolved to continue enhancing and diver- 
sifying our asset base and delivering steady per unit growth in cash distributions. 

At its inception, the Partnership generated approximately 118 megawatts 
of electricity at three plants in Ontario. Today, the Partnership is the largest power 
fund in Canada, with 328 megawatts of expected generating capacity in seven 
plants diversified by geography, revenue and fuel source. Our seven, first-class 
assets, underpinned by solid power purchase agreements, ensure stable, con- 
tinuous distributions to unitholders. And we have assembled an experienced, 
dynamic management and operations team to manage the Partnership and its 
assets. In the future, we are pledged to pursue acquisitions and expansions that 
promise to further enhance our earnings. 

The non-regulated electricity market in North America is estimated to grow 
significantly over the next five years. Through prudent investment and expan- 
sion of existing facilities combined with wise financial and operational 
management, the Partnership is ready to capture the portion of that growth that 
is suitable for our fund and to meet the challenges of the electrical industry in 
Canada and the United States. 


On behalf of TransCanada Power, L.P., is 


Harold N. Kvisle Alexander J. Pourbaix 
President Executive Vice-President 


TransCanada Power Services Ltd. TransCanada Power Services Ltd. 
March 22, 2000 
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Gas-Fired Generation 
The Partnership’s gas-fired power generating assets employ combined-cycle power 
generation to produce electricity. 

Gas-fired power plants can generate power in a simple cycle configura- 
tion that obtains power from a gas turbine coupled to an electrical generator. 
The energy from the natural gas fuel is converted to electrical energy and high 
temperature exhaust gases. The exhaust gases are released to the atmosphere 
and can represent up to 70 per cent of the energy in the fuel. 

A combined-cycle generation power plant uses a gas turbine and also recov- 
ers a portion of the energy from the exhaust of the gas turbine. The exhaust is 
captured and used to create steam in a heat recovery steam generator (HRSG). 
The steam is expanded through a steam turbine coupled to an electrical gener- 
ator to produce electricity. This process results in heat with a lower temperature 
being released to the atmosphere. | 

The Partnership’s four gas-fired operating facilities in Ontario are located 
adjacent to TransCanada compressor stations and use exhaust gases from the 
gas turbines at the compressor stations as an additional source of energy. The 
exhaust gases are also captured in a HRSG and create additional steam for the 


REVIEW OF OPERATIONS 


REVIEW OF OPERATIONS 


TRANSCANADA POWER, L.P. 99 AR 


steam turbine power generation process, which results in further efficiencies in 
plant operations. The Castleton power plant is a cogeneration facility as it takes 
a portion of the steam produced through the generation process and meets con- 
tracted steam requirements of a customer located adjacent to the power plant. 


Wood Waste Power Generation Wood waste generation is the leading biomass process 
used for power generation. The lumber and pulp and paper industries use wood 
waste to fuel cogeneration processes for power and steam generation. 

The Partnership’s acquisition at Williams Lake uses a generation process 
that burns wood waste, received under contract from lumber mills, to generate 
steam. The steam is converted to electricity through a steam turbine. The Cal- 
stock power plant currently being constructed in northern Ontario also uses wood 
waste to generate power, but further enhances the process by using waste heat 
from the adjacent TransCanada compressor station to produce more steam and 
generate additional power. Wood waste power generation results in economi- 
cal energy and it provides local lumber industries with a means to dispose of 
waste materials. This reduces the use of landfill sites and other disposal meth- 
ods and the accompanying environmental challenges. At Williams Lake, the power 
plant diverts wood waste from local sawmills that was previously eliminated 
through the use of beehive burners. This has resulted in a significant decrease 
in particulate emission and solved a severe pollution problem for the community. 
A schematic of the wood waste power generating process appears on page 8. 


The Partnership Assets 

Original Plants In 1997, the Partnership acquired the Kapuskasing, Nipigon and 
North Bay power plants. These plants have an aggregate generating capacity 
of 120 megawatts. Expansions and improvements to the facilities have made 
the plants more efficient and secured the waste heat sources at the adjacent 


compressor station in addition to increasing the power output. 


Nipigon Power Plant The Partnership’s Nipigon power plant began operating in 1992. 
At that time, major power generating equipment included a 22-megawatt gas tur- 
bine, an 18-megawatt steam turbine generator and two HRSGs. The installation 
of a third HRSG in late-1998 resulted in the capacity of the power plant increas- 
ing by two megawatts. The resulting increased power output from this facility is 
being sold under the existing power purchase contract. 
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In 1999, the Nipigon power plant generated 317,700 megawatt hours, an 
increase of three per cent over 1998 and 43 per cent of the output was gener- 
ated by its steam turbine using the waste heat process. During the past year, the 
gas turbine has operated at 98 per cent availability and required 5.7 million cubic 
feet (Mmcf) of natural gas per day to operate. This is consistent with the prior 
year despite the additional power output. 


Kapuskasing Power Plant Original equipment at the 40-megawatt Kapuskasing power 
plant, which began commercial operations in March 1997, included a 25-megawatt 
gas turbine generator, a 31-megawatt steam turbine generator, and two HRSGs. 
In 1999, a third HRSG was added, which secures the waste heat supply and could 
boost the plant’s power capacity by approximately eight megawatts once suffi- 
cient waste heat is available. 

The tie-in of the third HRSG at the power plant results in increased power 
output and decreased natural gas fuel requirements for the plant. In 1999, the 
Kapuskasing power plant generated 367,600 megawatt hours, a four per cent 
increase over 1998. The power plant required 7.2 Mmef of natural gas per day 
to operate, compared to 7.4 Mmcf per day before the tie-in of the plant’s expan- 
sion. The gas turbine operated at 98 per cent availability and the steam turbine 
generated 44 per cent of the total output through the waste heat process. 


VOOD WASTE 
POWER GENERATING PROCESS 


SUPERHEATER STEAM DRUM 


STEAM 


SWITCH STEAM 
YARD GENERATOR TURBINE me 
: CONDENSER FROM HOGGED 
"td WOOD PILE 
PD WOOD-FIRED va?) a 
—- i =e aa ee ed ; CONTINUOUS ..... 
— .— ECONOMISER : 
L ~ EMISSIONS 
joss AIR HEATER 
FAN 
CONDENSATE =Oi(<i‘<és*t*‘(‘ eR  ! QO rrr 
EXTRACTION HOGGED WooD a 
@ pump FEED BINS ay Fa 
WATER TREATMENT 
FACILITIES | 
a a BOILER EAN —@ 
FEED FAN 
: COOLING TOWER PUMP 
Berar) ° FEED WATER 
3 BOTTOM asi 
| FLYASH 


a 
lB 
TO ogee a 


Page 8 
REVIEW OF OPERATIONS 


REVIEW OF OPERATIONS 


TRANSCANADA POWER, L.P. 99 AR 


North Bay Power Plant Built at the same time as the Kapuskasing power plant, oper- 
ations also commenced at the North Bay power plant in March 1997. Plant 
equipment at the North Bay power plant includes a 25-megawatt gas turbine, a 
31-megawatt steam turbine and two HRSGs. 

In 1999, the North Bay power plant generated 352,700 megawatt hours, an 
increase of four per cent over 1998, the gas turbine operated at 95 per cent avail- 
ability, and 45 per cent of the plants power output was generated from the steam 
turbine. The increased power generated was due to additional waste heat avail- 
able from the adjacent TransCanada compressor station. The North Bay power 
plant requires 7.1 Mmcf of natural gas per day to operate. 


1998 Acquisitions 

Tunis Power Plant The 43-megawatt Tunis power plant was acquired by the Part- 
nership in March 1998. Power generation equipment at the Tunis power plant 
includes a 41-megawatt gas turbine, a 19-megawatt steam turbine and three 
HRSGs. In February 1999, a plant expansion was completed stabilizing the sup- 
ply of waste heat from an adjacent TransCanada compressor station. 

In addition, improvements have been made to increase the operating effi- 
ciency of the plant. In 1998, the Tunis power plant gas turbine operated at 96 
per cent availability. It generated 353 per cent of its total power output from its 
steam turbine, and required an average 7.7 Mmcf per day of natural gas to oper- 
ate. In 1999, as a result of completed expansions and improvements, the gas 
turbine operated at 99 per cent availability, and now requires an average 7.6 Mmcf 
of natural gas per day to operate with 37 per cent of total power output from the 
steam turbine. 


Calstock Power Plant \n September 1998, TransCanada agreed to develop, construct 
and finance the Calstock power plant, a 35-megawatt facility, near Hearst, 
Ontario, for the Partnership. The Calstock power plant is expected to be trans- 
ferred to the Partnership in July 2000. It will operate using enhanced wood waste 
generation with approximately two-thirds of the power generated fueled by wood 
waste and the remainder using waste heat from the adjacent TransCanada com- 
pressor station. 

The wood waste will be supplied by local lumber mills under long-term con- 
tract terms averaging more than 18 years. The waste heat from the TransCanada 
compressor station will be supplied under a 20-year agreement. Power generated 
will be sold to OKFC under a 20-year agreement commencing in 2000. 
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1999 Acquisitions 

Castleton Power Plant In July 1999, the Partnership acquired the Castleton power 
plant, a 64-megawatt facility located near Albany, New York on the Hudson River. 
The plant occupies a three-acre site which is under lease to the Partnership 
until 2032. 

The Castleton power plant began commercial operations in 1992 and pro- 
duces both power and steam. Power output was previously sold to power 
purchasers in the northeast United States market. Steam production from the 
Castleton power plant is sold to the steam host under a long-term purchase 
agreement, and used to generate power through the power plant’s steam tur- 
bine. The 25-megawatt steam turbine is designed to handle all the plant’s steam 
production in the event that the steam host terminates the steam purchase 
agreement. The steam purchase agreement, which expires in 2010, provides 
for steam delivery from the Castleton power plant of approximately 290 mil- 
lion pounds of steam annually. 

Upon acquiring the plant, the Partnership entered into a nine-year agree- 
ment with an affiliate of TransCanada to operate the Castleton power plant. For 
a fixed fee, the affiliate of TransCanada provides personnel to operate and main- 
tain the Castleton power plant, including meeting obligations under the steam 
purchase agreement and other contracts associated with the plant operations. 

Concurrently, the Partnership entered into another nine-year agreement 
with an affiliate of TransCanada to provide the Castleton power plant’s entire 
operating capacity and power output to them in return for fixed monthly capac- 
ity payments to the Partnership. Electricity produced by the Castleton plant is 
sold for the benefit of the affiliate of TransCanada primarily into the deregulated 
New York and New England power markets. 

The acquisition of the Castleton power plant and the related capacity and 
operating agreements results in a stable cash flow for the Partnership that is guar- 
anteed by TransCanada. 
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Williams Lake Power Plant In October 1999, the Partnership entered a series of trans- 
actions to acquire a 66-megawatt power plant at Williams Lake, British Columbia. 
The power plant has been operating since 1993 and produces electricity, which 
is sold at fixed terms under a long-term contract to BC Hydro. The terms of the 
power purchase contract extend to 2018, past the redemption date of the Part- 
nership units. 

Five local sawmills provide the wood waste used to fuel the Williams Lake 
power plant free of charge, since they would otherwise be required to pay for the 
costs of its disposal. The wood waste is provided under contracts with terms that 
coincide with the Williams Lake plant’s power purchase agreement with BC Hydro. 

The Williams Lake power plant is responsible for transportation costs of 
the fuel, for costs of disposing of the plant’s ash output and the cost of operat- 
ing the plant. Wood waste transport and ash disposal is provided under long-term 
contracts. Further, upon taking over the operations of the Williams Lake power 
plant, the Partnership entered into an agreement with TransCanada to operate 
the plant for a fixed fee. 

Under the terms of the power purchase agreement, the Partnership can 
recover a portion of the costs incurred to generate the firm energy delivered. 
Fuel costs are recovered to an annual maximum with any subsequent cost shared 
by the Partnership and BC Hydro. 


Environment, Health and Safety 
The Partnership is committed to conducting its operations in a safe and respon- 
sible manner, for the protection of the public, employees and the environment. 
To do this, the Partnership has implemented practices that currently meet or 
exceed all of the regulatory and TransCanada environmental policies govern- 
ing plant operations. 
Corporate-wide goals and objectives for TransCanada include the Part- 
nership operations, and are guided and measured by the following principles: 
Conduct business so it meets or exceeds all applicable laws and regulations 
and minimizes risks to employees, the public and the environment; 
Committed to continuously improving health, safety and environmental 
performance; 
Continual promotion of employee safety on and off the job; 
The belief that all occupational injuries and illnesses are preventable; 
Respect for the diverse environments and cultures in which we operate; 
Endeavoring to do business with companies and contractors that share our 
expectations for health, safety and environmental performance and commit- 
ment and regularly assess their performance; and 
Support of open communication between TransCanada, the public, the scientific 
community, policy makers and public interest groups who research, develop and 
implement standards for health, safety and environmental protection. 
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POWER PLANT 
STATISTICS 


Nominal Generating Rating 


Location 


Major Equipment 


Partnership Acquisition 


Commercial Operations 


Power Purchase Agreement 


Fuel Purchase Agreements 


“A HRSG is a heat recovery steam generator 
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Nipigon 


40 megawatts 


Located ona 
7-acre site, 
40 kilometers 
from Nipigon, 
Ontario 


22MW 
gas turbine 


18MW 
steam turbine 


3 HSRGs* 


June 1997 


May 1992 


20-year term 
expiring in 
June 2012 


Gas supply 


agreements for 
21-year terms 
expiring in 2010 


and 2012 


Kapuskasing 


40 megawatts 


Located ona 
14-acre site, 

in Kapuskasing, 
Ontario 


25MW 
gas turbine 


31MW 
steam turbine 


3 HSRGs* 


June 1997 


March 1997 


20-year term 
expiring in 
June 2017 


Gas supply 
agreement with 
20-year term 
expiring in 
November 2016 


North Bay 


40 megawatts 


Located ona 
16-acre site, 
5.5 kilometers 
from North Bay, 
Ontario 


25MW 
gas turbine 


31MW 
steam turbine 


2 HSRGs* 


June 1997 


March 1997 


20-year term 
expiring in 
June 2017 


Gas supply 
agreement with 
20-year term 
expiring in 
November 2016 


Tunis 


43 megawatts 


Located ona 
11-acre site, 

25 kilometers 
from |roquois 
Falls, Ontario 


41MW 
gas turbine 


19MW 
steam turbine 


3 HSRGs* 


March 1998 


January 1995 


20-year term 
expiring in 
January 2015 


Gas supply 


agreements with 


15-year terms 


expiring in 2010 


35 megawatts 


Calstock 
(under construction) 


Located ona 


| 55-acre site, 


40 kilometers 
from Hearst, 
Ontario 


1 wood 


waste boiler 


35MW 
steam turbine 


Castleton Williams Lake 


| 64 megawatts 66 megawatts 


| 
| | 

Se = 
] | 


| Located ona 
31-acre site at 


Located ona 
2.75-acre lease 


| in Castleton- | Williams Lake, 

| | 

_ on-Hudson | British Columbia 
40MW 1 wood 

| gas turbine | waste boiler 

| 

| 25MW _ 66MW 


steam turbine steam turbine 


2 HSRGs* 1 HSRG* 
Sept. 1998 | July 1999 | October 1999 
July 2000 March 1992 April 1993 
(expected) 
20-year term «9-year term | 25-year term 
expiring in _ expiring in expiring in 
January 2020 June 2008 April 2018 

— ai = —- 
Wood waste Not applicable. ood waste 
agreements with Partnership pays | agreements 
3 mills for afixed demand | with local mills 
20-year terms charge under for 25 years 
and 1 mill fora | management 
12-year term | agreement. 
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MANAGEMENT’S DISCUSSION & ANALYSIS 


The comparison of TransCanada Power, L.P.’s (the Partnership) results in 1999 to 1998 clearly reflects 
the growth of operations. 
and supported a cash ¢ 


The Management’s Discussion & Analysis discusses and compares financial con- 
ditions and results from the Partnership’s audited consolidated financial statements 
and pertains to known risks and uncertainties relating to the electricity industry. 
This discussion should not be considered all-inclusive, as it excludes changes that 
may occur in general economic, political, and environmental conditions. Addi- 
tionally, other elements may or may not occur which could affect the Partnership 
in the future. In order to obtain the best overall perspective, this discussion should 
be read in conjunction with the material contained in other parts of this annual 
report and with the Partnership’s audited consolidated financial statements for the 
years ended December 31, 1999 and 1998, together with the related notes. 


Acquisitions On July 8, 1999, the Partnership acquired a 64-megawatt cogener- 
ation facility located near Albany, New York, and related contracts, for aggregate 
consideration of $53.7 million, including an acquisition fee of $1.2 million 
payable to TransCanada Energy Ltd., the Manager. Concurrently, the Partner- 
ship entered into capacity and operations agreements with an affiliate of the 
Manager that fix revenues and operating costs over a nine-year period based 
on a pre-determined output level. 

On October 18, 1999, the Partnership entered into a series of agreements 
relating to the 66-megawatt wood waste-fired electricity generating plant located 
at Williams Lake, British Columbia. Pursuant to these agreements, the Part- 
nership will make all operating decisions and receive all of the operating cash 
flow from the facility. The total consideration for the Williams Lake power plant 
was $62.5 million and includes an acquisition fee of $3.8 million paid to the 
Manager. In connection with the acquisition of the Williams Lake power plant, 
the Partnership assumed a $163.0 million term credit facility. The credit facil- 
ity, entered into on October 18, 1999, was used to repay the outstanding principal 
and an early retirement penalty on the original construction loan for the 


Williams Lake power plant. 
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The addition of the Castleton and Williams Lake power plants has increased 
the operating power generating capacity of the Partnership by 80 per cent from 
163 megawatts to 293 megawatts. The acquisitions were financed on an interim 
basis through a line of credit established with TransCanada PipeLines Limited 
(TransCanada) specifically for this purpose. In November 1999, the Partnership 
issued 5.2 million units to the public, priced at $25.00 per unit, to repay the interim 


line of credit and increase working capital. 


Results of Operations Revenues for the year ended December 31, 1999 increased 
approximately 27 per cent to $107.5 million from $84.3 million in 1998, reflect- 
ing additional revenues from the acquired facilities, a full year of operating the 
Tunis plant acquired in March 1998 and strong performance from the other Ontario 
power plants. 

With respect to the four power plants in Ontario, average power output in 
1999 was 162.6 megawatts compared to 145.3 megawatts in 1998, which reflects 
a full year of operations at the Tunis power plant as well as the expansions at Nip- 
igon and Kapuskasing power plants and other improvements at the Ontario plants. 
The Partnership received an average price of 6.7 cents per kilowatt hour on power 
provided under long-term contracts with Ontario Electricity Financial Corpora- 
tion (OEFC), a successor company to Ontario Hydro. This is consistent with rates 
received in 1998. 

Revenues at the Castleton power plant since July 1999, when it was acquired 
by the Partnership, to December 1999 were $7.3 million. This was earned through 
a capacity agreement with an affiliate of the Manager and reflects the plant meet- 
ing output levels required per the agreement, 99 per cent of the time. 

Revenues of $4.6 million were earned from the Williams Lake power plant 
from the date of acquisition to December 31, 1999. An average price of 3.2 cents 
per kilowatt hour, including cost recovery, was received from British Columbia 
Hydro and Power Authority (BC Hydro). This reflects the completion of annual 
firm energy sales requirements in November. The majority of subsequent power 
sales were for excess power, priced at lower rates. 

Fuel costs, which are the most significant cost of operations, totalled 
$30.1 million for the year ended December 31, 1999, an increase of $4.4 mil- 
lion over 1998. This increase results from the acquisitions completed in 1999 
and a full year of operations at the Tunis power plant. For the Ontario power 
plants, the fuel cost of two cents per kilowatt hour remained consistent with 
1998, reflecting higher contract prices offset by increased output from the lower 
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cost waste heat process at the power plants. The 1999 fuel costs also include wood 
waste handling costs for the Williams Lake power plant of $0.4 million and a 
fixed gas demand fee of $1.2 million paid by the Partnership under the Castle- 
ton power plant operations agreement. The actual costs of fuel at the Castleton 
power plant are the responsibility of the operator, an affiliate of the Manager. 

Operating and maintenance expense of $10.7 million in 1999 was paid by 
the Partnership under fixed price contracts. This was an increase of $3.0 mil- 
lion from the 1998 expense of $7.7 million, reflecting the additional operating 
responsibilities undertaken by the Manager and its affiliates for the Castleton 
and Williams Lake power plants during 1999 and a full year of operations at the 
Tunis power plant. 

Other plant operating costs of $2.4 million relate to waste heat, insurance, 
and property taxes and increased $1.1 million from 1998. The higher costs reflect 
the 1999 acquisitions and proportionately higher property taxes on the new facil- 
ities. The Manager is continuing to seek means to further reduce other operating 
costs and expects additional economies of scale can be realized in the near future 
with the expected completion of the Calstock power plant in 2000. 

Management and administration costs totalled $1.5 million for the year 
ended December 31, 1999 compared to $1.1 million in 1998. The increase was 
largely due to higher management fees paid to the Manager as a result of 
increased cash distributions. 

Interest expense of $4.1 million in 1999 related primarily to the cost of the 
interim operating line with TransCanada to finance the acquisitions of the 
Williams Lake and Castleton power plants and interest expense on the $163.0 
million term credit facility for the Williams Lake power plant. 

Funds from operations in 1999 were $58.7 million or $2.32 per unit, and, 
after depreciation and future taxes of $21.2 million are deducted, resulted in net 
income of $37.5 million. In 1998, the Partnership’s net income was $34.6 million. 

Depreciation of $21.4 million increased $7.4 million from 1998. This increase 
is due to a full year of depreciation for the Tunis power plant, approximately six 
months of depreciation for the Castleton power plant, and two and a half months 
of depreciation for the Williams Lake power plant. 
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Cash Distributions The Partnership had funds available to distribute in 1999 of 
$60.7 million, which included the funds from operations and levelization amounts 
received from OEFC. The Partnership follows a practice of levelizing cash dis- 
tributions from quarter to quarter to ensure unitholders are not adversely 
impacted by seasonal fluctuations in cash flows from operations. The declared 
cash distributions of $59.3 million or $2.34 per participating unit, resulted in the 
Partnership retaining a reserve of $1.4 million. In 1998, the Partnership had funds 
available of $50.7 million and declared cash distributions of $49.0 million or 
$2.15 per unit. The Partnership distributes cash on a quarterly basis and the 
distribution history of the Partnership is as follows: 


Date of Record Date Paid =——~Per Unit Amount 
December 31, 1999 January 28, 2000 $0.60 
September 30, 1999 October 29,1999 | $0.60 
June 30, 1999 July 30, 1999 $0.57 
March 30, 1999 April 30, 1999 $0.57 
December 31, 1998 January 29, 1999 $0.54 
September 30, 1998 October 30,1998 $0.54 
June 30, 1998 July 30, 1998 $0.54 
March 30, 1998 April 30, 1998 $0.53 
December 31, 1997 January 30, 1998 $0.52 
September 30, 1997 “) October 30, 1997 $0.59 


"For the period from inception on June 18, 1997. 


Income Taxes Income taxes are not paid by the Partnership but taxable income is 
allocated to each limited partner based on their pro rata share of cash distribu- 
tions. The taxable amount for the year ended December 31, 1999 was $6.1 million, 
or approximately $0.24 per unit. Taxable income for the year ended December 
31, 1998 was $2.1 million or approximately $0.09 per unit. 

The provision for income taxes in the consolidated statement of income of 
the Partnership relates solely to the income taxes of the Partnership’s corporate 
subsidiaries. Income taxes are calculated using the liability method of tax allo- 
cation accounting. 
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Capital Expenditures In addition to capital expenditures of $110.5 million related 
to the Castleton and Williams Lake power plant acquisitions, the Partnership 
incurred $60.0 million relating to the construction of the Calstock plant. 

In September 1998, the Partnership entered into an agreement with the Man- 
ager for the construction of the 35-megawatt Calstock power plant in northern 
Ontario. The facility is being financed through the issuance of 4.4 million units 
priced at $27.00 per unit, which are held in escrow without participation in cash 
distributions until the plant is declared commercially in-service by the power 
purchaser, which is expected to occur in July 2000. During 1999, milestones were 
reached representing completion of 75 per cent of the project, resulting in 
TransCanada receiving the right to vote an additional 2.2 million units held in 
escrow with a value of $60.0 million. In 1998, the Partnership granted voting rights 
to 1.1 million units in escrow with a value of $30.0 million pursuant to the 
Calstock agreement. 

The remaining capital expenditures of $9.7 million related primarily to the 
overhaul of the gas turbine at the Nipigon power plant, the expansion of the 
Kapuskasing power plant and the dry low NOx conversion of the North Bay power 
plant. These activities were financed through working capital and the Partner- 
ship’s line of credit. 


Liquidity and Capital Resources The Partnership’s working capital at December 31, 
1999 increased by $10.1 million to a surplus of $6.8 million due to cash held in 
subsidiaries of the Partnership and the financing of a portion of the capital expen- 
ditures through the operating line with TransCanada rather than working capital. 
The Partnership has a $50.0 million operating line of credit under commercial 
terms with TransCanada that is available to finance capital expenditures, includ- 
ing overhauls and expansions to the existing plants. At December 31, 1999 the 
balance outstanding on the line of credit was $8.0 million. 

The $163.0 million term credit facility for the Williams Lake power plant 
is repayable over 15 years in blended quarterly payments based on an 18 year 
amortization schedule. The interest on the term credit facility is floating but under 
terms of the credit agreement, the Partnership has entered an interest swap agree- 
ment to fix the interest rate at 7.51 per cent through September 2007. 

In 1999, the Partnership also received levelization amounts of $2.0 million 
from OEFC under terms of the power purchase agreements for the Kapuskasing 
and North Bay power plants. Levelization amounts of $2.1 million were received 
in 1998. 


Page 17 


TRANSCANADA POWER, L.P. 99 AR 


Page 18 


Outlook The management of the General Partner is engaged in a growth-oriented 
strategy that includes both the expansion of capacity at existing facilities and 
the pursuit of additional strong, value-added acquisitions of power plants. The 
key focus of these activities is to increase cash flow per unit from a base of high 
quality assets. 

The acquisition and construction work completed in 1999 is expected to 
have a positive impact on cash distributions in 2000. The November 2, 1999 
prospectus forecasts a cash distribution of $2.59 per unit for 2000, an increase 
of $0.05 per unit from 1999. This forecasted increase reflects a full year of oper- 
ations for the Williams Lake and Castleton power plants as well as the projected 
completion of the Calstock power plant in July 2000. It is anticipated that the 
Partnership will continue to defer the majority of taxes in 2000, as a result of the 
additional deductions available, and over 80 per cent of the cash distribution 
received by unitholders with respect to 2000 will be treated as return of capital 
for tax purposes. 

The maintenance schedule for the plants in 2000 includes a hot section over- 
haul on the gas turbine at the Tunis plant. Further, the gas turbine at the 
Kapuskasing plant will be overhauled and upgraded with equipment to meet the 
upcoming environmental restrictions on dry low NOx emissions. Additional expen- 
ditures are expected to occur evenly throughout the year and will be financed 
out of working capital and the Partnership’s line of credit. 

The November 2, 1999 prospectus includes a forecast for the period 
October 1 to December 31, 1999. Actual results for the same period have been 
compared to the forecast and there are no significant differences. 


Business Risks As has been the nature of the Partnership since its creation, the exis- 
tence of long-term contracts and the quality of the assets owned by the Partnership 
minimize most business risks. This continues to be the case with the purchase 
of the Williams Lake and Castleton facilities for which long-term contracts have 
been assumed or established to mitigate risk associated with fluctuations for both 
the revenue and operating costs. The most significant risks to the Partnership and 
its cash flows are those associated with the performance of the power plants and 
the changes in electricity markets related to deregulation. 

Plant personnel have developed procedures to minimize the downtime 
required for both scheduled and unscheduled maintenance. Strict safety stan- 
dards, established by the Manager, are adhered to and surpass in most respects 
those required by government regulation. In addition, the Partnership has 
adequate insurance to cover equipment breakages and business interruptions. 
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Waste heat, which provides over 40 per cent of the power output for the Ontario 
plants, is provided on an availability basis only from the adjacent TransCanada 
compressor stations. In aggregate, more waste heat is produced by the com- 
pressor stations than can be used by the power plants and the Manager can adjust 
operations at each power plant to minimize fluctuations from changes in waste 
heat availability. 

The risks associated with the uncertainty of the competitive marketplace 
have been minimized by the long-term power sale contracts in place with OEFC, 
BC Hydro and an affiliate of the Manager. With respect to the Ontario plants, the 
Ontario government has indicated that OEFC should not be responsible for the 
administration of power contracts with non-utility generators, such as the Part- 
nership. As a result, OEFC has initiated steps to potentially transfer these contracts 
to other parties. It is Management’s belief that the value of these contracts will 
be transferred intact. In the event that these contracts are transferred, there may 
be additional risk associated with the creditworthiness of the potential power 
purchaser. Management believes there is sufficient control within the existing 
contracts to minimize this risk. In addition, the Manager of the Partnership is 
actively involved in this process and has experience in managing businesses in 
a deregulated environment. 

As British Columbia has not initiated a process to deregulate the electric- 
ity industry in the province, similar risks do not currently exist with respect to 
the contract at the Williams Lake power plant. 

Other risks include, but are not limited to, the following: 

Contractual risks associated with changes in terms of the contracts or contract 
abrogation by other parties; 

Changes in legislation regarding environmental and safety issues, and 
Financial risks relating to borrowing rates and the ability to obtain financing 
for projects. 

To minimize these risks, the Partnership has contracted the Manager to 
run the operations and provide staff expertise at the plants and the management 
required for operations. The Partnership could potentially have conflicts of inter- 
est with TransCanada. Management and the Board of Directors have procedures 
in place to ensure any conflict between the Partnership and TransCanada is appro- 
priately resolved. These include the requirement for approval by a majority of 
independent board members of material transactions between the Partnership 


and TransCanada. 
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Sensitivity of Cash Flows The cash flows from operations are generally protected 
from variations in revenues and cost by the Partnership’s long-term contracts. 
Variations in cash flows can occur, however, when the plants are not operating 
at capacity as a result of increased maintenance time, equipment failures, or the 
lack of available waste heat from adjacent compressor stations or sufficient quan- 
tities of wood waste in the case of the Williams Lake power plant. 

Under the power purchase agreements, if minimum amounts of power are 
not provided on a monthly basis, a reduction in the payment from power pur- 
chasers will occur. The risk of significant impact on cash flows is mitigated 
through the diversification of cash flow sources by virtue of owning a number 
of plants, each of which operates under separate contractual agreements. 


Year 2000 The Partnership is managed by a wholly owned subsidiary of TransCanada. 
In addressing the Year 2000 issue, the Partnership has relied upon initiatives under- 
taken by TransCanada. The Partnership and the Manager developed a 
comprehensive approach to planning and implementing its Year 2000 Program. 
The Partnership has experienced a smooth transition to the new year and there 
have been no disruptions to mission critical systems and applications. The Year 
2000 Program continued to be in effect through the first quarter of 2000 and no 
such disruptions arose. 
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As a publicly traded limited partnership listed on The Toronto Stock Exchange, the Partnership is 
required to disclose its governance practices. 


practices are 
ments unde 
the Partners! 


PARTNERSHIP GOVERNANCE 


The governance of the Partnership is the responsibility of the Board of Direc- 
tors of the General Partner (the Board) and the rights, authority and limitations 
on the General Partner are described in the Limited Partnership Agreement (the 
Partnership Agreement). To fulfill its responsibilities, with respect to the Part- 
nership, the Board has established three committees: independent director, audit 
and corporate governance. The combined work of the Board and these committees 
fulfills the fiduciary responsibility of the Board to foster the long-term success 
of the Partnership and maximize the partners’ value. 


Board of Directors As set out in the Partnership Agreement, the Board is comprised 
of seven directors, four of whom are related to TransCanada. The remaining three 
members are independent of management and unrelated to TransCanada. None 
of the independent directors has any interest, business or other relationship that 
could or could reasonably be perceived to materially interfere with the direc- 
tor’s ability to act in the best interests of the Partnership. The Board has plenary 
power for all activities of the Partnership unless specifically delegated to 
committees of the Board or management. Through regularly scheduled meet- 
ings of the Board and its committees, the Board discharges its responsibilities. 
Management reports to the Board and committees at meetings which are sched- 
uled over an annual agenda to ensure the Board fulfills its obligations. The Board 
schedules five meetings per year and unscheduled meetings are held as required. 
In 1999, the Board met nine times. 


Independent Director Committee The Partnership Agreement provides that the Board 
can function separately from the Manager and management, as a majority of inde- 
pendent directors must approve all material transactions or agreements 
between the Partnership and TransCanada or any of its affiliates or associates. 
The Board’s governance structure has accommodated this requirement through 
the establishment of the Independent Director Committee. This committee, to 
which membership is limited to the three independent directors being Messrs. 
Wilson (Chair), Felesky and Hobson, reviews and approves all material trans- 
actions between the Partnership and TransCanada and any of TransCanada’s 
affiliates or associates. There are no scheduled meetings of this committee as it 
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meets when required. The Independent Director Committee met three times in 
1999 and made recommendations to the Board in respect to approving the Castle- 
ton power plant agreements with TransCanada, the management agreement for 
the Williams Lake power plant, interim financing from TransCanada for the Castle- 
ton and Williams Lake power plant acquisitions and the transaction fees and costs 


agreement with the Manager. 


Audit Committee The Audit Committee mandate includes responsibility for the 
review of internal controls and management systems addressing the account- 
ing functions and the principal business risks of the Partnership. As the day-to-day 
management of the Partnership has been contracted to the Manager, this respon- 
sibility includes an annual review of the related party contracts and the fees paid 
thereunder. The committee also approves the release of interim financial results 
and reviews and makes recommendations to the Board on all other regulatory 
filings including the annual report, the annual information form and prospec- 
tuses. The Audit Committee meets with management and the external auditors 
at least quarterly and provides a channel of communication between the exter- 
nal auditors and the Board. The committee approves the scope and plan of the 
external audit and is responsible for recommending the Partnership’s external 
auditors to the Board for appointment. 

The Audit Committee is comprised of Messrs. Felesky (Chair), Hobson and 
Girling. The Audit Committee met five times in 1999. 


Corporate Governance Committee The Corporate Governance Committee is respon- 
sible for developing the Partnership’s approach to corporate governance issues 
including assessing the effectiveness of the system of corporate governance. 
Specific committee duties include monitoring and assessing the relationship 
between the Board and management, reviewing and recommending to the Board 
the Board’s Terms of Reference and committee mandates, reviewing the effec- 
tiveness of the Board as a whole, ensuring the ongoing implementation of the 
strategic planning process, and the orientation and continuing education of direc- 
tors. Further, it determines the rules and guidelines for governing the affairs of 


the Board such as director tenure, retirement, indemnification and compensation 
of the directors. 
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The Corporate Governance Committee has also been tasked by the Board 
to review position descriptions for the President and other senior officers of the 
General Partner as well as review management succession, training, compen- 
sation and officer appointment where applicable. Under the terms of the 
agreements with the Manager, the Manager is responsible for the management 
of the Partnership. 

The committee is comprised of Messrs. Hobson (Chair) and Wilson as inde- 
pendent directors and Mr. Kvisle representing TransCanada and the General 
Partner. The Corporate Governance Committee has two scheduled meetings annu- 
ally and met three times in 1999. 


Alignment with The Toronto Stock Exchange Guidelines Another requirement as a 
publicly traded entity is the annual disclosure of the Partnership’s alignment 
with a set of governance guidelines adopted by The Toronto Stock Exchange to 
assist organizations in assessing accountability to stakeholders. The Statement 
of Governance Practices table included in the supplemental information of this 
Annual Report outlines the governance practices of the Partnership and the 
alignment or position of the Board relative to each guideline. 

The Board has established terms of reference, which are in substantial 
alignment with The Toronto Stock Exchange guidelines. In certain circum- 
stances, due to the nature of the contractual agreements between the 
Partnership and the Manager and giving recognition to TransCanada’s holding, 
full alignment is not possible and in the opinion of the Board not appropriate 
or necessary. 
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The consolidated financial statements included in the Annual Report are the responsibil- 
ity of the Management of the General Partner and have been approved by its Board of 
Directors. These consolidated financial statements have been prepared by the Management 
of the General Partner in accordance with Canadian generally accepted accounting prin- 
ciples (GAAP) and include amounts that are based on estimates and judgements. Financial 
information contained elsewhere in this Annual Report is consistent with the consolidated 
financial statements. 

Management of the General Partner has prepared the Management’s Discussion and 
Analysis which is based on the Partnership’s financial information prepared in accordance 
with GAAP. [t compares the Partnership’s financial performance in 1999 to 1998 and should 
be read in conjunction with the consolidated financial statements and accompanying notes. 

Management of the General Partner has developed and maintains a system of inter- 
nal controls and believes that these controls provide reasonable assurance that financial records 
are reliable and form a proper basis for preparation of financial statements. 

The General Partner’s Board of Directors has appointed an Audit Committee which 
meets periodically during the year with Management of the General Partner and the Part- 
nership’s external auditors independently and as a group. The Audit Committee reviews 
the consolidated financial statements with the Management of the General Partner and 
the Partnership’s external auditors before the consolidated financial statements are sub- 
mitted to the General Partner’s Board of Directors for approval. The external auditors have 
free access to the General Partner’s Audit Committee without obtaining approval from the 
Management of the General Partner. 

The independent external auditors, KPMG LLP, have been appointed by the Gen- 
eral Partner’s Board of Directors to express an opinion as to whether the consolidated 
financial statements present fairly, in all material respects, the Partnership’s financial posi- 
tion, results of operations and cash flows in accordance with GAAP. The following report 
of KPMG LLP outlines the scope of their examination and their opinion on the consolidated 
financial statements. 


fis = SE 


Harold N. Kvisle Kelly J. Holmes 
President Controller 
February 14, 2000 
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To the Partners 


We have audited the consolidated balance sheets of TransCanada Power, L.P. as at Decem- 
ber 31, 1999 and 1998 and the consolidated statements of income, partners’ equity, 
distributable cash and cash flows for the years ended December 31, 1999 and 1998. These 
financial statements are the responsibility of the management of the General Partner. Our 
responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with Canadian generally accepted auditing stan- 
dards. Those standards require that we plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by the General Partner’s Management, as well as evaluating 
the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all mate- 
rial respects, the financial position of the Partnership as at December 31, 1999 and 1998 
and the results of its operations and its cash flows for the years ended December 31, 
1999 and 1998 in accordance with Canadian generally accepted accounting principles. 


KPMG eur 


Chartered Accountants 
Calgary, Canada 
February 14, 2000 
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CONSOLIDATED BALANCE SHEETS 


(thousands of dollars) 

Assets 

Current Assets 
Cash and short-term investments 
Accounts receivable 
Prepaids and other 


Inventories 


Capital Assets (Note 4) 


Liabilities and Partners’ Equity 
Current Liabilities 

Accounts payable 

Distributions payable 

Notes payable 


Long-term debt due within one year 


Levelization Amounts 
Operating Line (Note 7) 
Long-term Debt (Note 6) 


Partners’ Equity (Note 5) 


CONSOLIDATED PARTNERS’ EQUITY 


(thousands of dollars) 

Balance, beginning of year 
Net Income 

Limited Partner Units Issued 
Cash Distributions 


Balance, end of year 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 


ol cael ate 


Approved by TransCanada Power Services Ltd., as General Partner of TransCanada Power, L.P. 


Harold N. Kvisle 
Director 
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December 31, 1999 


18,581 
13,604 
2,207 
9,269 
39,661 
656,666 
696,327 


9,029 
17,526 
2,683 
3,646 
32,884 
5,689 
8,000 
159,354 
490,400 
696,327 


Year ended 
December 31, 1999 


329,920 
37,463 
182,316 
(59,299) 
490,400 


December 31, 1998 


4,895 
9,225 
408 
2,821 
17,349 
336,915 
354,264 


329,920 
354,264 


Year ended 
December 31, 1998 


182,750 

34,599 
161,583 
(49,012) 
329,920 
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CONSOLIDATED INCOME 


(thousands of dollars except per unit amounts) 
Revenues 

Cost of Fuel 

Operating and Maintenance Expense 
Other Costs 

Plant operating 

Depreciation 

Management and administration 
Interest expense /(income) 


Other 


Net Income Before Income Tax 
Income Tax 
Net Income 


Net Income per Unit 


CONSOLIDATED DISTRIBUTABLE CASH 


(thousands of dollars except per unit amounts) 
Net Income 
Add (Deduct): 
Depreciation 
Future income tax 
Levelization payments 
Cash reserve 
Distributable Cash 
Distributable Cash per Unit 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 
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December 31, 1998 


107,498 
30,099 
10,747 


2,375 
21,428 
1,523 
4,050 
(146) 
29,230 
37,422 


Year ended 
December 31, 1999 


37,463 


21,428 
(215) 
2,024 
(1,401) 
59,299 
2 $2.34 


84,325 
20,148 
effi 


Year ended 
December 31, 1998 


34,599 
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CONSOLIDATED CASH FLOWS 


(thousands of dollars) 
Cash Provided By / (Used In): 
Operating Activities 
Net Income 
Add: 
Depreciation 
Future income tax 
Funds generated from operations 


(Increase)/Decrease in operating working capital 


Financing Activities 
Distributions paid 
Limited partner units issued 
Operating line 


Levelization amounts 


Investing Activities 
Acquisition of Tunis power plant 
Acquisition of Castleton power plant 
Acquisition of Williams Lake power plant 


Other capital expenditures 


Increase/(Decrease) in Cash and Short-term Investments 
Cash and Short-term Investments, beginning of year 


Cash and Short-term Investments, end of year 


een 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 
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Year ended 
December 31, 1999 


37,463 


21,428 
(215) 
58,676 
(2,369) 
56,307 


(54,737) 
122,316 
8,000 
2,024 
77,603 


(53,742) 
(56,790) 
(9,692) 
(120,224) 
13,686 
4,895 
18,581 


Year ended 
December 31, 1998 


(45,978) 
131,583 


(129,221) 


(13,761) 
(142,982) 
(4,180) 
9,075 
4,895 
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NOTE 1 Business of the Partnership 


TransCanada Power, L.P. (the Partnership) is a limited partnership created under the laws 
of the Province of Ontario pursuant to the Partnership Agreement dated March 27, 1997, 
as amended and restated June 6, 1997 and September 29, 1998. The Partnership commenced 
operations on June 18, 1997 and currently has independent power generating facilities in 
Ontario, British Columbia and New York, USA. 

TransCanada Power Services Ltd., the General Partner, is a wholly-owned subsidiary 
of TransCanada PipeLines Limited and its affiliates (TransCanada) and has the responsi- 
bility for overseeing the management of the Partnership and the cash distributions to the 
Partnership unitholders. The General Partner has engaged TransCanada Energy Ltd. (the 
Manager) and an affiliate, both wholly-owned subsidiaries of TransCanada, to perform man- 
agement and administrative services on behalf of the Partnership and to operate and 
maintain the power plants pursuant to management and operations agreements. 


NOTE 2 Significant Accounting Policies 


The consolidated financial statements of the Partnership have been prepared by the man- 
agement of the General Partner in accordance with Canadian generally accepted accounting 
principles. Since a determination of many assets, liabilities, revenues and expenses is 
dependent on future events, the preparation of these consolidated financial statements 
requires the use of estimates and assumptions which have been made with careful judg- 
ment. In the opinion of management of the General Partner, these consolidated financial 
statements have been properly prepared within reasonable limits of materiality and within 
the framework of the significant accounting policies summarized below. 


Basis of consolidation 

The consolidated financial statements of the Partnership include the accounts of its sub- 
sidiaries. All significant intercompany transactions and balances have been eliminated. 
Foreign currency translation 

The Partnership indirectly owns a United States subsidiary which is translated using the 
temporal method. Under this method, monetary assets and liabilities are translated at the 
exchange rate in effect at the balance sheet date. Non-monetary assets and liabilities are 
translated at historic exchange rates. Revenues and expenses are translated at rates in effect 
at the time of the transactions. Foreign exchange gains and losses are reflected in the con- 
solidated statement of income. 

Cash and short-term investments 

The Partnership’s short-term investments are considered to be cash equivalents and are 
recorded at cost, which approximates current market value. 

Inventories 

Inventories of spare and replacement parts are recorded at the lower of average cost and 
net realizable value. 

Capital assets 

Capital assets are recorded at cost. Power generation plant and equipment, less estimated 
residual value, is depreciated on a straight-line basis at an average annual rate of approx- 
imately five per cent. Other equipment, which includes the costs of major overhauls, is 
capitalized and depreciated over estimated service lives of three to ten years. Interest 
during construction is capitalized and included in the costs of the plant. 

Revenue recognition 


Revenue is recorded as earned under various long-term contracts and agreements. 
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Under the terms of the power purchase agreements for 
the Kapuskasing and North Bay power plants, additional cash 
is received as levelization amounts and subsequently repaid. 
These receipts are not recognized as income but are included 
in distributable cash. Levelization amounts recorded on the bal- 
ance sheet include interest accrued at a variable rate which 
currently approximates 11.25 per cent per annum. Repayment 
of the levelization amounts will begin in 2003. 


Partners’ equity 
Costs incurred in connection with the issuance of limited part- 
nership units are deducted from the proceeds received. 


Income taxes 

As the Partnership is defined as a Canadian partnership under 
the Income Tax Act (Canada), partnership income taxes are the 
responsibility of the individual partners and have not been 
recorded in the consolidated financial statements. 

The provision for income taxes relates solely to the taxes 
of the Partnership’s corporate subsidiaries. Income taxes are 
calculated using the liability method. Temporary differences 
arising from the difference between the tax basis of an asset 
or liability and its carrying amount on the balance sheet are 
used to calculate future income tax liabilities or assets. Future 
income tax liabilities or assets are calculated using tax rates 
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anticipated to apply in the period that the temporary differences 
are expected to reverse. Temporary differences arising on 
acquisitions result in future income tax liabilities or assets. 


Distributable cash 

The amount of distributable cash to be distributed quarterly 
is based on the amount by which the Partnership’s cash on hand 
exceeds (i) administration expenses of the Partnership; (ii) 
amounts required for the business and operations of the Part- 
nership, including fees and expenses payable to the Manager 
under the Management and Operations Agreements; and (iii) 
any cash reserve which the board of directors of the General 
Partner in its discretion determines is necessary to satisfy the 
Partnership’s current and anticipated obligations or to nor- 
malize quarterly distributions of cash to unitholders. 


Net income and distributable cash per unit 

Net income and distributable cash per unit are calculated by 
dividing net income and distributable cash, respectively, by the 
weighted average number of units outstanding, including those 
held, directly or indirectly, by TransCanada. For purposes of the 
weighted average number of units calculation, units are deter- 
mined to be outstanding from the date they are eligible for cash 
distributions and allocation of taxable income. 


On July 8, 1999, a subsidiary of the Partnership acquired the Castleton power plant, a 64-megawatt facility located at Castleton- 
on-Hudson, New York, USA and all agreements related thereto for total consideration of $53.7 million, including an acquisition 
fee of $1.2 million paid to the Manager and acquisition costs of $0.4 million. The acquisition was initially financed through the 


Partnership’s operating line with TransCanada. The purchase price was allocated as follows: 


(thousands of dollars) 


Power generation plant and equipment 


Working capital 
Note payable 


Concurrently, the Partnership entered into a long-term sales 
agreement and an operating and management agreement with 
an affiliate of the Manager. Under the sales agreement, all elec- 
tricity produced by the Castleton power plant is provided to 
the Manager’s affiliate for a fixed fee. The operating and man- 
agement agreement provides that the Manager’s affiliate will 
operate and maintain the Castleton power plant on behalf of 
the Partnership for a fixed fee. 
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55,746 

679 
(2,683) 
53,742 


On October 18, 1999, a subsidiary of the Partnership 
acquired NW Energy (Williams Lake) Limited Partnership 
(NWELP) from BC Gas Inc. for aggregate consideration of $62.5 
million including an acquisition fee of $3.8 million paid to the 
Manager and acquisition costs of $0.4 million. The acquisition 
was initially financed through the Partnership’s operating line 
with TransCanada. 
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NWELP holds the Williams Lake power plant, a 66- Hydro and Power Authority under the terms of an electricity 
megawatt facility located at Williams Lake, British Columbia purchase agreement dated June 30, 1990. The purchase price 
and all agreements related thereto. All electricity produced by was allocated as follows: 


the Williams Lake power plant is sold to British Columbia 


(thousands of dollars) 


Cash 5,662 
Other working capital 4,049 
Land 2,158 
Power generation plant and equipment 213,583 
Long-term debt = (1 63,000) 

62,452 


NOTE 4 Capital Assets 


December 31, 1999 


Accumulated Net Book 

(thousands of dollars) Cost | Depreciation Btn de Value 
Land 2,584 | = | 2,584 
Power generation plant and equipment 579,594 29,613 549,981 
Other equipment 23,677 |  ___ 9,852 13,825 
Capital assets in service 605,855 39,465 566,390 
Assets under construction 90,276 ; We » 90,276 
696,131 89,465 «856666 

Se __ December 31, 1998 

Accumulated Net Book 

(thousands of dollars) Cost Depreciation = Value 
Land 344 235 344 
Power generation plant and equipment 299,564 13,451 | 286,113 
Other equipment 17,486 5,229 12,257 
Capital assets in service 317,394 18,680 | 298,714 
Assets under construction 38,201 = 38,201 
355,595 18,680 | 336,915 


At December 31, 1999, assets under construction include the Calstock power plant and the initiation of the dry low NOx 
conversion at the Kapuskasing power plant. 


NOTE 5 Partners’ Equity 


(thousands of dollars) : December 31, 1999 » December 31, 1998 
Partners’ capital 532,833 350,517 
Accumulated income 87,074 49.611 
Accumulated distributions (129,507) | (70,208) 

ae 2. 490,400 329,920 
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Partners’ Capital 


The Partnership is authorized to issue an unlimited number 
of units. 

Each unit represents an equal undivided limited part- 
nership interest in the Partnership and entitles the holder to 
participate equally in distributable cash and net income, except 
as noted below. Units are not subject to future calls or assess- 
ments and entitle the holder to limited liability. Each unit is 
transferable, subject to the requirements referred to in the Part- 
nership Agreement. In 1998, the Partnership Agreement was 
amended to allow a limited partner and the General Partner, 


Outstanding, beginning of year 

Issued for cash 

Outstanding, end of year 

Less: 
Issued and held in escrow, 
non-participating and restricted in voting 


Less: 
Issued and held in escrow, non-participating 
Participating in cash distributions, end of year 


Outstanding, beginning of year 
Issued for cash 
Issued and held in escrow 
Outstanding, end of year 
Less: 
Issued and held in escrow, non-participating and restricted in voting 


Less: 
Issued and held in escrow, non-participating 
Participating in cash distributions, end of year 


On March 31, 1998, the Partnership issued 4,912,500 
units to the public for $28.50 per unit. The net proceeds of 
$131.8 million were used to acquire and subsequently make 
improvements to the Tunis power plant, a 43-megawaltt facil- 
ity in northern Ontario. 

On September 29, 1998, the Partnership issued 4,444,444 
units to TransCanada at $27.00 per unit in exchange for the 
Calstock power plant, which is being constructed for the Part- 
nership by TransCanada. The units are held in escrow and do 
not participate in the cash distributions or allocation of Part- 
nership net income until the plant is commercially operational 
which is expected by July 2000. The right to vote the units is 
obtained by TransCanada at certain milestone dates during con- 
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by written agreement, to reduce or eliminate, on a temporary 
or permanent basis, the rights to receive cash distributions and 
the related allocation of taxable income. At June 30, 2017, all 
units outstanding not held directly or indirectly by TransCanada, 
will be redeemed by TransCanada at their fair market value, 
being the average of the fair market values assigned thereto 
by independent valuators, plus all declared and unpaid distri- 
butions of distributable cash thereon (the Redemption Price). 
The Redemption Price will be paid in cash or, at the election 
of TransCanada, in common shares of TransCanada or a com- 
bination of cash and common shares. 


Year ended December 31, 1999 


Number of Units Amount 
(thousands of dollars) 

28,451,982 440,517 
5,200,000 122,316 
33,651,982 562,833 
(1,111,111) (30,000) 
32,540,871 532,833 
(3,333,333) - 
29,207,538 532,833 


Year ended December 31, 1998 


Number of Units Amount 
(thousands of dollars) 

19,095,238 188,934 
4,912,300 131,846 
4,444 444 119,737 
28,451 982 440,517 
(3,333,333) (90,000) 
29,118,649 350,517 
(1,111,111) = 
24,007,538 350,517 


struction of the plant. As at December 31, 1999, TransCanada 
has the right to vote 3,353,535 units, as the construction proj- 
ect is 75 per cent complete. It is anticipated that voting rights 
for the remaining 1,111,111 units will be released in 2000. 

On November 9, 1999, the Partnership issued 5,200,000 
units to the public at $25.00 per unit. The net proceeds of 
$122.3 million were used to repay short-term indebtedness 
incurred by the Partnership to finance the acquisition of the 
Castleton and Williams Lake power plants. 

The weighted average number of units outstanding and 
participating in cash distributions for the year ended Decem- 
ber 31, 1999 is 25.3 million (1998 — 22.8 million). 
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NOTE 6 Long-term Debt 


On October 18, 1999 a subsidiary of the Partnership entered into 
a $163.0 million term credit agreement with a syndicate of banks 
to be used to pay the outstanding principal and an early retire- 
ment penalty on a prior loan related to the original construction 
of the Williams Lake power plant. The loan is drawn in the form 
of bankers’ acceptances and LIBOR drawings at floating inter- 
est rates. The principal is repayable over 15 years in blended 
quarterly payments amortized on an 18 year mortgage sched- 
ule. The loan is secured by the assets of the Williams Lake 


power plant. 


2000 
2001 
2002 
2003 
2004 
Thereafter 


Current portion of long-term debt 


NOTE 7 Related Party Transactions and Commitments 


Power Operations 
Power revenues for the Ontario power plants are determined 
based on a certain amount of electricity delivered under long- 
term contracts to Ontario Electricity Financial Corporation, a 
successor of Ontario Hydro. The electricity sales contract prices 
are fixed with a built-in annual escalator that varies from zero 
to 4.4 per cent. Power revenues at the Williams Lake power 
plant are based on a certain amount of electricity delivered 
under a fixed rate long-term contract to British Columbia Hydro 
and Power Authority. 

Effective July 8, 1999, the Partnership and an affiliate 
of the Manager entered into a long-term agreement whereby 


(thousands of dollars) 

Gas fuel supply contracts 
Gas transportation contracts 
Waste heat contracts 
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The Partnership is required under the term credit 
agreement to enter into a financial instrument in order to 
fix the interest rate on the debt until September 30, 2007. An 
interest rate swap, effective December 29, 1999, has fixed 
the effective interest rate at 7.51 per cent per annum until 
September 30, 2007. Under the term credit agreement, inter- 
est payments of $3.2 million were made during the year 
ended December 31, 1999. Scheduled principal repayments 
are as follows: 


3,646 
5,227 
5,619 
6,040 
6,493 

135,975 
163,000 

__ (3,646) 
159,354 


Oe sg 


the Partnership agreed to provide the operating capacity and 
power output of the Castleton power plant in return for a fixed 
monthly fee. Amounts received in 1999 under this agreement 
totalled $7.3 million. 

Fuel costs at the Williams Lake power plant and the 
Ontario power plants are also fixed under long term contracts 
with built-in escalators. Fuel contracts include long-term agree- 
ments with the Manager and its affiliates to supply fuel for the 
North Bay and Kapuskasing plants and long-term agreements 
with TransCanada to supply gas transportation and waste heat 
for each of the Ontario facilities. Amounts charged under the 
related party contracts were as follows: 


Year ended Year ended 
December 31, 1999 * December 31, 1998 
12,736 | 10,515 

7,669 | 7,038 

524 | 462 
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The Partnership has incurred fees and expenses under the management and operations agreements with the Manager and its 


affiliate as follows: 


(howsans of colar) 
Operating and Maintenance Expense 
Gas Demand Charge 
Management and Administration 
Base fee 
Incentive fee 
Enhancement fee 


Reimbursement of expenses 


At December 31, 1999 the Partnership had a balance 
owing to TransCanada of $4.0 million (1998 - $4.7 million) 
which is included in accounts payable. 


Operating Line 
The Partnership has established a $50 million operating line 
of credit, available on a revolving basis, with TransCanada to 
fund fluctuations in working capital and to pay for plant main- 
tenance and expansions. Outstanding balances on the line of 
credit bear interest at the prime rate or, at the option of the Part- 
nership, may be fixed at a rate of 1 per cent over TransCanada’s 
equivalent term cost of funds. As at December 31, 1999, the 
amount borrowed against this operating line was $8 million. 
An additional amount of $120 million was available under the 
line of credit to interim finance the acquisitions of the Castle- 
ton and Williams Lake power plants. Interest paid on 
borrowings against this line was $1.6 million during 1999. 
The operating line agreement was amended in October 
1999 to have a portion of the operating line available for cor- 
porate guarantees from TransCanada. At December 31, 1999, 


NOTE 8 Fair Value of Financial Instruments 


As at December 31, 1999, the carrying value of the current 
financial assets and liabilities of the Partnership approximate 
the fair value due to the short period to maturity of the 
amounts. The carrying value of the Partnership’s long-term 
debt and operating line also approximates fair value due to 


Note 9 Year 2000 


The Year 2000 Issue arises because many computerized sys- 
tems use two digits rather than four to identify a year. 
Date-sensitive systems may recognize the year 2000 as 1900 
or some other date, resulting in errors when information using 
year 2000 dates is processed. In addition, similar problems may 
arise in some systems which use certain dates in 1999 to 
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Year ended Year ended 
December 31, 1999 December 31, 1998 
10,747 7711 

1,157 = 

593 490 

152 = 

= 5 

307 190 

1,052 685 

12,956 8,396 


$10 million had been set aside for corporate guarantees related 
to the Williams Lake term credit agreement. 


Acquisition Fees 

Pursuant to the transaction fee agreement with the Manager, 
the Partnership paid acquisition fees of $1.2 million and $3.8 
million upon the acquisition of the Castleton and Williams Lake 
power plants, respectively. 

On closing of the acquisition of the Tunis power plant, 
the Partnership paid a $3.0 million acquisition fee to the Man- 
ager. In addition, pursuant to a facility improvement agreement 
entered into upon acquisition, the Partnership paid the Man- 
ager $10.0 million for improvements to the Tunis power plant 
and construction of the plant expansion to obtain waste heat 
from an adjacent TransCanada natural gas transmission sys- 
tem compressor station. 

In 1998, the Partnership entered into an agreement with 
TransCanada to develop, construct and finance the Calstock 
power plant on the Partnership’s behalf in exchange for 
4,444,444 units priced at $27.00 per unit. 


the floating rate nature of the amounts. The Partnership has 
entered into an interest rate swap agreement to fix the inter- 
est rate of the long-term debt. As at December 31, 1999 the 
fair value of the interest swap agreement related to the long- 
term debt was $0.9 million in favour of the counterparty. 


represent something other than a date. Although the change 
in date has occurred and the Partnership experienced no dis- 
ruptions to mission critical systems and applications, it is not 
possible to conclude that all aspects of the Year 2000 Issue that 
may affect the Partnership, including those related to customers, 
suppliers, or other third parties, have been fully resolved. 
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SUPPLEMENTAL INFORMATION 


SELECTED QUARTERLY CONSOLIDATED FINANCIAL INFORMATION 


(thousands of dollars except per unit amounts) 
Three months ended (unaudited) 


Revenues 
Cost of Gas 


Operating and Maintenance Expense 


Other Costs 
Plant operating 
Depreciation 
Management and administration 
Interest expense/(income) 
Forex translation 


Net Income before Income Taxes 
Income Taxes 

Net Income 

Net Income per Unit 
Distributable cash 

Distributable cash per Unit 


UNIT TRADING ACTIVITY 


Three months ended (unaudited) 


Unit Price 
High 
Low 
Close 


Volume Traded (thousands) 
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Dec. 31 
1999 


36,788 
8,682 
3,843 


988 
7,864 
565 
2,893 
(184) 
12,126 
12,137 
(5) 
12,142 
$0.45 
17,525 
$0.60 


Dec. 31 
1999 


$27.50 
$21.40 
$24.50 


1,780.80 


Sept. 30 
1999 


23,358 
7,089 
2,814 


621 
5,373 
313 
965 
38 
7,310 
6,145 
(36) 
6,181 
$0.26 
14,405 
$0.60 


Sept. 30 
1999 


$29.00 
$25.25 
$27.50 


694.9 


Jun. 30 
1999 


$29.00 
$27.75 
$28.50 


623.5 


4,908 
13,010 
13,010 

$0.54 
13,684 

$0.57 


Mar. 31 
1999 


$29.40 
$26.70 
$28.25 


430.9 


Dec.31 


1998 
26,110 
7.611 
2,025 


Dec. 31 
1998 


$29.90 
$25.60 
$28.15 


977.4 


Sept. 30 
1998 


18,886 
6,664 
2,025 


Sept. 30 
1998 


$28.50 
$23.95 
$26.15 


736.2 


~ Jun, 30 “Mar. 31 
__ 1998 1998 
18,677 20,651 
6,032 5,441 
2,025 1,636 
354 2/2 
3,966 2,129 
187 317 
(108) (28) 
4399 2,690 
6,221 10,884 
6,221 10,884 
$0.22 $0.57 
12,964 10,120 
$0.54 $0.53 
Jun, 30 Mar. 31 
1998 1998 
$28.50 $30.00 
$26.25 $28.10 
$29.10 $28.15 
1,240.0 1,044.6 
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STATEMENT OF GOVERNANCE PRACTICES 


Guideline 1 
Does the Partnership Align? 


Description of Approach 


Guideline 1a 


Does the Partnership Align? 


Description of Approach 


Guideline 1b 


Does the Partnership Align? 


Description of Approach 


Guideline 1c 


Does the Partnership Align? 


Description of Approach 


Guideline 1d 
Does the Partnership Align? 


Description of Approach 


SUPPLEMENTARY INFORMATION 


Board should explicitly assume responsibility for stewardship of the corporation. 


Yes 


The Board has responsibility for the overall stewardship of the company, estab- 
lishing the overall policies and standards of the Partnership in the operation of 
its business and reviewing and approving its strategic plans. 


Board should specifically assume responsibility for the adoption of a strategic planning process. 


Yes 


The Board has adopted a strategic planning process and meets during the year 
to review and approve management’ strategic plan for the Partnership. Changes 
to the plan assumptions are considered when appropriate. 


Board should specifically assume responsibility for the identification of principal business risks, 
and implementation of risk management systems. 


Yes 


The strategic plan process adopted by the Board also includes the review of 
principal business risks to the Partnership and management ensures that the board 
is kept informed of any changes to these risks on a timely basis. 


The Audit Committee reviews the Partnership financial risk policies and proce- 
dures and reports to the Board on these matters on a quarterly basis. The Board 
also receives and reviews reports from management on health, safety and envi- 
ronment on a regular basis. 


Board should specifically assume responsibility for succession planning, including appointing, 
training and monitoring senior management. 


Yes 


The Board believes that the management of the Partnership is key to its 
ongoing success. The Corporate Governance Committee is tasked by the Board 
to review key policies and procedures around management succession, train- 
ing, compensation and appointment, where applicable. Under the terms of the 
agreement with the Manager, the Manager is responsible to fill the required 
Management positions. 


Board should specifically assume responsibility for communications policy. 


Yes 


The Board has put structures in place to ensure effective communications between 
the Partnership, its unitholders and the public. The Board, or the appropriate 
committee thereof, reviews the content of the Partnership’s major communica- 
tions to the investing public, including the quarterly and annual reports, and 
approves the annual information form and any prospectuses that may be issued. 
The disclosed information is released through mailings to unitholders, news wire 
services, the general media and a home page on the internet. 
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Guideline 1e 


Does the Partnership Align? 


Description of Approach 


Guideline 2 


Does the Partnership Align? 


Description of Approach 


Guideline 3 


Does the Partnership Align? 


Description of Approach 


Guideline 4 


Does the Partnership Align? 


Description of Approach 


Guideline 5 
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Does the Partnership Align? 


Description of Approach 


Board should specifically assume responsibility for the integrity of internal control and 
management information systems. 


Yes 


The Partnership’s internal controls are monitored on a regular basis by the 
Audit Committee through management and the work of the internal and exter- 


nal auditors. 


Majority of directors should be “unrelated” (independent from management and free from 
conflicts of interest). 


No 


Under the terms of the Partnership agreement, TransCanada has the right to nom- 
inate four of the seven directors, thus a majority of the directors are related to 
the principal unitholder. Under the terms of the agreement, all transactions with 
TransCanada must be recommended by the independent director committee. The 
Board believes this is an appropriate policy for the Partnership. 


Disciose for each director whether he or she is related, and how that conclusion was reached 
and that the majority of directors are ‘outside’ directors. 


No 


The Board has a majority of related Directors, being Messrs. Kvisle, Girling, Mirosh 
and Pourbaix, all of whom are senior officers of TransCanada or its affiliates. 


Appoint a committee of outside directors responsible for appointment of new nominees and 
ongoing assessment of directors. 


No 


The Corporate Governance Committee is responsible for assessing new nomi- 
nees to the Board as well as assessing the Board performance on an ongoing basis. 
The committee is chaired by Mr. Hobson, an independent director and has a 
majority of independent directors. The Board believes that it is appropriate for 
TransCanada as the Manager of the Partnership to have a representative on this 
committee due to the responsibilities that have been given to the Manager through 
the contractual arrangements. 


Implement a committee process for assessing the effectiveness of the board, its committees 
and the contribution of individual directors. 


Yes 


The Corporate Governance Committee is responsible to make an annual assess- 
ment of the overall performance of the Board and its individual members and 
to report its findings to the Board. 


The Corporate Governance Committee also makes recommendations relative to 
the composition of the various committees of the Board. 


SUPPLEMENTARY INFORMATION 


Guideline 6 
Does the Partnership Align? 


Description of Approach 


Guideline 7 


Does the Partnership Align? 


Description of Approach 


Guideline 8 


Does the Partnership Align? 


Description of Approach 


Guideline 9 


Does the Partnership Align? 


Description of Approach 


Guideline 10 
Does the Partnership Align? 


Description of Approach 
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Provide orientation and education programs for new recruits to the board. 


Yes 


All directors are provided with an orientation binder that includes written infor- 
mation about the duties and obligations of directors and the business of the 
Partnership. An opportunity for meetings and discussions with senior man- 
agement and other directors is also available. The details of the orientation of 
each new director will be tailored to that director’s individual needs and areas 
of interest. 


Examine size of board, with a view to improving effective decision-making and, if appropriate, 
undertake a program to reduce the number of directors. 


Yes 


The Partnership agreement provides for no more than seven directors. The Board 
believes this is the minimum number required for the business of the Partnership. 


Review adequacy and form of compensation of directors to ensure compensation reflects risks 
and responsibilities. 


Yes 


The Corporate Governance Committee reviews the compensation of the inde- 
pendent directors on an annual basis, taking into account such matters as time 
commitment, responsibility and compensation provided by comparable compa- 
nies. No director related to TransCanada receives compensation from the 
Partnership for services to the Board or committees. 


Committees should generally be composed of outside directors a majority of which 
are unrelated. 


Yes 


The Board believes that, as a matter of policy, there should be a majority of unre- 
lated directors on each of the committees and the committees should be chaired 
by independent directors. The Corporate Governance Committee and Audit Com- 
mittee each have one position held by a related director, reflecting the significant 
unitholdings of TransCanada. 


Appoint a committee responsible for developing an approach to corporate governance issues. 
Yes 


The mandate of the Corporate Governance Committee includes responsibility 
to undertake initiatives as are needed to ensure excellence in governance. 


Page 39 


TRANSCANADA POWER, L.P. 99 AR 


Guideline 11a 


Does the Partnership Align? 


Description of Approach 


Guideline 12 


Does the Partnership Align? 


Description of Approach 


Guideline 13 


Does the Partnership Align? 


Description of Approach 


Guideline 14 
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Does the Partnership Align? 


Description of Approach 


Define limits to management'’s responsibilities by developing position descriptions for the Board 
and CEO and approving corporate objectives for the CEO to meet. 


Yes 


The Board has adopted its own terms of reference, which clarifies responsibil- 
ities and ensures effective communication between the Board and management. 
The Corporate Governance Committee has also been tasked by the Board to 
review position descriptions for the president and senior officers of the general 
partner. Under the contractual agreements with the Manager, filling the posi- 
tions are the responsibility of the Manager. 


Establish procedures to enable the board to function independently of management. 
Yes 


The partnership agreement provides that the Board can function separately from 
the Manager and management of the general partner, as a majority of independent 
directors must approve all material transactions or agreements between the 
Partnership and TransCanada or any of its affiliates. 


Establish an audit committee composed only of outside directors with specifically defined roles 
and responsibilities. 


No 


The Audit Committee for the Partnership has defined roles and responsibilities 
as outlined in its mandate described in the previous section of this Annual Report. 
The committee is comprised of a majority of outside directors but does include 
a representative from TransCanada. This variance from the guidelines provides 
the Audit Committee with further financial expertise and TransCanada, as a 
significant unitholder, with representation on the audit committee. In the view 
of the Board, this is appropriate. 


Implement a system to enable individual directors to engage outside advisors at the 
corporation’s expense. 


Yes 


Independent directors have the authority to retain consultants for themselves 
or the independent director committee where necessary and appropriate. 
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Fax line 403.213.3538 
Email: 


investor_inquiries@ 
transcanada-powerlp.com 


Website: 
www.transcanada-powerlp.com 


To be added to the Partner- 
ship mailing list for 
quarterly and annual 
reports please phone the 
above number. Unitholder 
inquiries regarding change 
of address, security transfer 
or multiple copies of mailed 
material, should be directed 
to the unitholder’s broker 
or to the above number. 


The Partnership’s 1999 
Annual Information Form, 
as filed with Canadian 
securities commissions may 
be obtained from the above. 


Cash distributions are managed through brokerage accounts. Any direction with regard to 
this payment should be made with your broker. Scheduled cash distribution payment dates 
in 2000 are January 28, April 28, July 28 and October 30. 


OWNERSHIP ADVISORY 


Partnership units may only be held by residents of Canada for’ tax purposes Inthe event that 
any units are acquired by a nom aee a a of Canada or ha 
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TransCanada 
Power, L.P. 


TransCanada Power, L.P. 
3400, 237 — 4th Avenue S.W. 
Calgary, Alberta T2P 5A4 
Telephone 403.213.3109 
Fax line 403.213.3538 
Toll-free 888.887.7717 
www.transcanada-powerlp.com 
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Inquiries 

Kelly J. Homes 

Controller 

Direct dial 403.213.3109 
Fax line 403.213.3538 
Toll-free 888.887.7717 


